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REPORT ON BAKERIES. 

Following is the report of the Federal Trade Commission upon the 
investigation of the bakery business of the United States, undertaken 
at the request of the United States Food Administration : 

Federal Trade Commission^ 
WcssMngtdn^ November 5, 1917. 
Hon. Herbert C. Hoover, 

United States Food Adrmnistrator^ 

Washington^ Z>. C. 
Sir: Pursuant to your request, we have made an investigation of 
the bakery business along the general lines requested by your office. 
Two hundred and nine plants were examined. 

In order that the baking business of the country could be illus- 
trated the 209 plants embraced the following territory : 

A. New England. 

B* New Jersey, New York, Pennsylvania. 

C. Potomac: Maryland, Delaware, Virginia, West Virginia, District 

of Columbia. 

D. Ohio Valley : Ohio, Indiana, Kentucky. 

E. North Central: Minnesota, Wisconsin, Michigan. 

F. Central : Illinois, Missouri, Iowa. 

G. Southern : Georgia, Alabama, Tennessee, North Carolina, South 

Carolina, Florida. 
H. Gulf: Louisiana, Mississippi, Arkansas. 
I. Missouri : Dakotas, Nebraska, Kansas. 
J. Southwestern: Arizona, New Mexico, Texas, Oklahoma. 
K. Rocky Mountain : Colorado, Montana, Wyoming, Utah, Nevada, 

Idaho. 
L. Pacific Coast : California, Oregon, Washington. 

The plants were also divided into the following classifications : 
Large manufacturers doing a strictly wholesale business. 
Large manufacturers doing a wholesale and retail business. 
Medium sized manufacturers doing a strictly wholesale business. 
Medium sized manufacturers doing a wholesale and retail business. 
Medium sized manufacturers retailing only. 
Small manufacturers doing a wholesale business exclusively. 
Small manufaQturers doing a wholesale and retail business. 
Small manufacturers doing a strictly retail business. ? . 
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In addition to these classifications, a number of chain stores were 
examined. 

In making the examination, cost schedules were prepared at each 
plant, the elements of cost being divided into flour, other ingredients, 
manufacturing expenses (including labor), overhead, salaries and 
commissions, other selling and delivery expense. 

All of the cost schedules were examined and passed upon by an 
expert in the bakery business, and the figures, most of which have 
come directly from the bakers themselves, have been used as reported 
by them, excepting only the flour cost which was assumed by us in 
all cases at $11 a barrel at the request of the United States Food 
Administration. This»is practically the only change that has been 
made in the cost figures as taken from all of the bakery estab- 
lishments. 

It may be interesting to state at this point that of the 209 plants 
examined^ if flour at a cost of $11 a barrel had been used and the 
selling price of bread to the retailer amounted to 8 cents a pound, 
146 plants would show a gain and 63 would show a loss. 

An analysis by classification of the profit and loss would show the 
following : 





Plants 
examined. 


Niimher 

showing 

again. 


Nnmt)€r 

showing 

a loss. 


Laree wholesale 


40 
2 
55 
6 
28 
24 
16 
23 
15 


27 


13 


Laree wholesale and retail 




Medium wholesale 


46 
2 
19 
19 
5 
15 
13 




Medium retail 




Medium wholesale and retail 




Small wholesale 




Small retail 


11 


Small wholesale and retail 


8 


Chain ^wes 


3 






Total 


209 


146 


63 


i 





The purpose of stating the figures quoted is to show that even 
taking into consideration the present expense of the baking business 
without eliminating the many wasteful practices, the great majority 
of the bakers have been making a fair profit. The figures would indi- 
cate that the 63 bakeries showing a loss were considerably inefficient 
in their management, to say the least. 

The average cost, including all expenditures of the 209 bakeries 
examined, amounted to $0.004774 per ounce. 

For the purpose of final analysis, 93 bakeries out of the 209 bak- 
eries were selected in order to obtain a more accurate statement of 
conditions, there being eliminated in this analysis everything except- 
ing the large wholesale, medium wholesale, and small wholesale. 
While the schedule was made to cover the country from a territorial 
standpoint, as well as various groups representing all conditions, the 
production was used more as a base than in the schedules exhibiting 



tKie£09 bakeries. The total costs per ounce, as shown by the schedule 
covering the 93 bakeries stated, amount to $0.004678, thus lowing 
a difference of only $0.000096 between this figure and the figure on 
209 bakeries of $0.004774. 

All figures compiled have been reduced to a month's bxisdness. 

It has been estimated that the total bread production of the United 
States amounts to 35,000,000 pounds a day. The 93 bakeries referred 
to^in the final analysis have a total monthly production of 54,000,000 
pounds, which is equivalent to about 6 per cent of all of the commer- 
cially baked bread produced in the country. 

It is interesting to note that the average flour cost per pound 
of bread, based on flour at $11 a barrel, amounts to $0.0394, which 
is equivalent to 52.7 per cent of the total cost of a pound of bread; 
the cost of other ingredients amounts to $0.00682, which is equivalent 
to 9.1 per cent of the total cost of a pound of bread ; the manufactur- 
ing cost, including labor, amounts to $0.01123, which is equivalent to 
15 per cent of the total cost of a pound of bread; the overhead 
amounts to $0.00459, which is equivalent to 6.1 per cent of the total 
cost of a pound of bread. This would make an average cost per 
pound for bread at the baker's door of $0.06210 ; in other words, about 
6.2 cents per pound, which is equivalent to 82.9 per cent of the total 
cost of a pound of bread. 

The salaries and conmxissions paid would average $0.00550, which 
is equivalent to 7.3 per cent of the total cost of a pound of bread, 
and for selling and delivery $0.00724, which is equivalent to 9.6 per 
cent of the total cost of a pound of bread, making an average total 
cost per pound of bread for salaries, commissions, selling, and de^ 
livery of $0.0127, which is equivalent to 16.9 per cent of the total cost 
of a pound of bread. 

Taking into consideration all the elements of cost, the schedule 
shows the total cost per pound to be $0.07485, or practically 7^ cents 
per pound. 

The schedule shows that 64.4 per cent of the bread was wrapped. 
The cost of wrapping varied from one-fourth to one-half cent per 
loaf and practically averages 0.35 cent per loaf. It should be noted 
that in the figure comprising the cost of bread per pound already 
quoted, 7| cents, all figures relating to chain stores were omitted. 
However, the analysis referring to chain stores is shown on this 
schedule, the total cost per pound being $0.05849. 

The final cost schedule also illustrates the average cost according 
to territories and size of the bakery concerns, showing the low cost 
as well as the high cost, and the margin between the highest and 
lowest cost is less than 10 per cent of the total. 

The highest cost per pound was found in the districts containing 
the large cities; that is to say, Boston, New York, Philadelphia, 
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Chioagq, .and St. Louis. Low costs were found generally in the 
Soi^th .and in the Ohio Valley. It is not safe, however^ to d^w con- 
clusions from these low figures, as the nifmb^r of schedules ^obtained 
from each district was comparatively small, and some of thej^e sched- 
ules, showed extraordinary baking conditions. In general it seems 
safe to say that the highest manufacturing costs prevail in the largest 
find best organized baking establishments, and that the highest d^* 
livery costs prevail in the great cities. These are the usual penalties 
for population congestion. 

In addition to the cost figures quoted the following facts were 
collated regarding this industry. The information here given is col- 
lated from the questionnaire which was submitted to each baking 
establishment. 

To the question, " What size can be produced at the smallest cost 
per pound? " 40 per cent of the bakers named 16 ounces; 40 per cent 
named 24 ounces; the other 20 per cent ranged all the way from 
8 to 32 ounces. The reasons given by the bakers for recommending 
a standard size were as follows: Practically 100 per cent of them 
stated that cost could be saved in wrapping and handling, and other 
reasons given were that labor costs would be lower, there would be 
less loss of weight, less evaporation, and less fuel and equipment 
used. This would cover oven space, pans, quality of bread, etc. 

The weights of bread taken from 65 bakeries show 38 different 
weights, as follows: 



7 ounces. 

8 ounces. 
8i ounces. 

9 ounces 
9t^ ounces. 

10 ounces. 

11 ounces. 
11^ ounces. 

12 ounces. 
12} ounces. 



13 ounces. 

14 ounces. 

15 ounces. 
15} ounces. 

16 ounces. 

17 ounces. 

18 ounces. 

19 ounces. 
19} ounces. 

20 ounces. 



21 ounces. 

22 ounces. 
22} ounces. 

23 ounces. 

24 ounces. 

25 ounces. 

26 ounces. 

28 ounces. 

29 ounces. 
82 ounces. 



84 ounces. 
86 ounces, 
40 ounces. 
44 ounces. 
58 ounces. 
70 ounces. 
79 ounces. 
88 ounces. 



The following schedule illustrates the number of bakeries baking 
certain sized loves : 



BakerieB. 

7 ounces 5 

8 ounces 4 

8} and 9 ounces 6 

9} ounces 2 

10 ounces 5 

kl ounces 2 

11} ounces 2 

12 ounces 6 

12} and 13 ounces. 8 

14 and 15 ounces 18 

15} ounces . 3 



Bakeries. 

16 ounces 26 

17 ounces 7 

18 ounces 14 

19 and 19} ounces- 9 

20 ounces 8 

21 ounces 4 

22 ounces 15 

22} and 23 ounces - 9 

24 ounces 14 

25 ounces 6 

20 ounces 7 



Bakeries. 
28 and 29 ounces.. 5 
32 and 34 ounces __ 
36 ounces »»_ 



40 ounces. 
44 ounces. 
58 ounces. 
70 ounces. 
79 ounces. 
88 ounces. 



7 
2 
4 
1 
1 
1 
2 
1 
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,In 6& bak^^ieslthe range of drflfeFent sizes is'as'if<iHoi;(?dt ' ' 

Sizes. Sizes. ,,,. ii(jT <.j Mi.-'s.; "'>SlttiI 

1 — ___ _ 8 .23 — ^^_^. — _ — .^ .5 '45^-^„ _ — ^r2. 



4 

5 

6 

7. 

8 

9 

10 

11 

12 

13 

14 

15 

16 



23 — ._^_^ .. 5 

24 :__ 1 



( ii; 



I < 



-MJ-V,' 



^.. . 7 

..^ . 2 

-. 1 

-_ 1 

:.- 5 

^>_ 4 

4 

5 

12 

.'"2' 

17j-»fc(-i- _*«-!— 4. -#-^-(-»*^4;--r ' ) tv 

19— 3 

20 1 

^i-:::_iL_:-_— .:'=■'$ 
2ai -.^.L_\._.i->^ 'T 



1 

1 26 1 

. ; ft ;; ^71-. — .^v^a-h-I— -i4.;^i4j.u ; i ■ i j^ 
6 28 4 

29-. *.,^., not stated^ 



46. 



-n: — ■*■■ 



48i__l-__-l_«_-:lL J_LL' ^ ' 'tf 

50- ^^. 

6U^ i-. 



30:l. 
31-. 
32_. 
33- 
34- 
3o- 
36- 
37- 



/•. 'T • 



4 
5 
5 
5 
8 
2 
1 
3 
8' 



— ^ — — — .__— slid 

- 1 

1 

4 

2 

4 

2 

57—^—^ not stated. 

58__L_: 8 

59 4 



52. 
53. 
54. 
55. 

56. 



m. 



! < . » 



6 



41_.-_-..._,,^-._,^. 2 . .63^_-..-_..H--^ .;? 



42. 

43:— 

44j__-. 



1 » 



4 
1 

»1 



64. 
66. 



j 



8 
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Thirteen bakeries reported that they wrapped by machihei'yj 22' 
ingported that they #l*apped by hand, and iti rep6rted that they 
wrapped by both inachinery and hand. ' ' ' ' ' ' 

In answer to the question " Has your output in pounds decreased 
on account of the increase in the price of bread " ? about 50 per cent 
reported a decrease. A few claim increase in production, and the 
balance could not answer the question intelligently. Do not think 
that the answers on this particular point are of a character to base 
any real calculations on. 

The average earnings two years ago, represented by commissions 
paid to drivers, w^re about $20 a w^lf, jand the pirasent average 
earnings are about $2& su week. . : , . . . 

. In connection with the jaumber of delivenes, to retailerg, 65 bakeries' 
report3 were as follows : 29 made 1 delivery, 24 made 2, 3 made 3, and 
1 made 4 deliveries* : . > , = , ; . 

The reports showed. that p^outes.wvered were as fpUows: 



t 


Number of 

routoft 
reported. 


NuTTiber 
of , 
bakers. 


. -. ' 


1». ....... 

2. 


1 
3 

1 

S 

4 

19 

28 • 


• 


3.. .;..-. 
4 


» 


6., ..>... 
6 


■ 
26395—17 2 


^10. 

10-20 
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The mileage of the routes ranged from 2 to 45 miles, with an aver- 
age of about 15 miles. 

The average number of loaves sold to each retailer was between 
15 and 50. The largest number ran as high as 500 and the smallest 
number as low as 1. 

Reports of delivery equipment showed the following: 



Nupiber of de- 
livery wagons. 


Number 

of 
bakers. 


Number of de- 
livery automobiles. 


Number 

of 
bakers. 


1 


1 
2 
5 

10 
6 
5 


1 


8 

11 

20 

8 

5 


2 


2 .-.. 


4-6 


3-6..: 


7-10 


7-10 


10-20 


More than 10 


20-30 


30 or more ... 



Four bakeries reported no delivery of any kind. 

Thirty-one out of the 65 reported special delivery, and to the ques- 
tion " Is there any reason why delivery should not be restricted to 
one a day ? " 40 out of 65 answered " No." 

In the majority of cases the drivers make collections, and in about 
two-thirds of the cases they do not return over the route to make the 
collections. 

To the question " What range of weights can be worked in a pan 
ordinarily used for 16 ounces? " the following were reported: 



r 



Range of weights. 



Number 

of 
bakers. 



16 ounces only 

16 to 20 

14 to 18 

14 to 20 

13tol7, 18, 19 

12 to 16, 17, 18, 19, 20. 



4 
6 
20 
7 
4 
6 



The other figures range from 16 to 24, and as low as from 9 to 16. 

Of the 65 bakers, about 80 per cent reported no bread was returnied. 

To the question " What unusual conditions in your locality or in 
your own business affect your cost? " the replies covered the follow- 
ing: Unfair competition, ignorance of cost, local ordinance, the 
wrapping of bread, advertising, special delivery, high cost of mate- 
rial, more than one delivery, not being able to run plant at full 
capacity, and increase in costs. Many of the bakers have added that 
there were no reasons why. 

To the question "What wasteful trade practices could be elimi- 
nated with benefit? " the following are samples of the answers: Stop 
wrapping of bread; stop accepting returned bread; stop advertising; 
lack of standardization in bread; delivery of hot bread; too much 
A ariety in weights of bread manufactured, etc. 
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SUMMARY. 

After consideration of the cost figures and the data collated, the 
following facts appear: 

STANDARDIZATION. 

The cost schedules indicate that the bakers producing the largest 
jiumber of kinds and sizes of bread have the highest manufacturing 
cost. It is the universal testimony that the production of large 
loaves is much more economical than that of small loaves, ks for a 
given number of pounds of bread small units require more hand 
labor, more machine and hand operation, more pans, more oven 
space, more racks, greater wrapping expense, and greater delivery 
expense. The testimony is also universal that the large loaf has. a 
better flavor and superior keeping qualities, and that the fermenta- 
tion losses of the large loaf are lower than those of the small loaf. 
The weights most favored from the point of view of economy of 
production are 16 and 24 ounces. Therefore it is absolutely safe to 
conclude that standardization of product will reduce manufacturing 
cost. So far as the different kinds of bread are concerned, the follow- 
ing styles of bread have a latitude wide enough to include all different 
demands. They are listed in the order of their importance. Any 
one or all of the last three could be eliminated without working any 
hardship on the producer or consumer, except the manufacturer of 
special varieties. ^ 

1. Loaf of white wheat bread baked in pan. 

2. Loaf of rye bread. 

3. Loaf of restaurant or sandwich bread. 

4. Loaf of white wheat bread baked on the hearth. 

5. Loaf of special bread. 

The following facts should be considered in connection with the 
standardization of bread: 

The weight of bread should be based on the. following considera- 
tions : 

First, the cost figures. These figures indicate that the manufactur- 
ing cost on a large loaf is less in proportion to a small loaf, i. e., these 
items of cost on a 1-pound loaf do not greatly exceed the same items 
on an 8-ounce loaf. 

Second, a large loaf will be of better quality and texture, and will 
have better keeping qualities. 

Third, convenience and economy in use. A loaf should not be 
larger than that which a small family will consume in a day, thereby 
eliminating the waste that would occur in having any quantity of 
bread left o^er from day to day to become stale. In this connection, 
it should be stated that the 1-pound loaf is generally recognized as 
the most satisfactory and economical. 
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Fourth, present manufacturing, fjqnipjnent. The size should not be 
such, as will require much additional outlay for equipment such as 
pans^ pan-cleaning machmery, etc. » 

In fixing the weight of a loaf of bread a reasonable variation 
should be allowed because of * the following factors: 

Fii«t, the dough mkjhe^f viiryii^g bbusisteicj^^ dtie to^ cdftipositlon, 
weather, -aiid 'temi)^atnre». - Thet^cne^a ;pdtma 'of dbugh 'may hot 
alwdys^ield the sftme weij^h^ of br^fed.' ' • « • ■ « - » ' • • ■>-* 

Second, during the baking plt)cess' Ih^ samb doujgh' will Ib^ weighlt 

in Tarj^ng ptopotti6hs-, dt^-'to ehat^ct^ aiid iiitetisity df the Tiealt 
in-th^ovefn.' ''■' ' • - ■ ^ ^ ■ '•• -- i- •; : : :•: •-••... ■ •■'. ••^-■:' 

Third, bread bakM under* the satee conditions wiH' lose'w^i^t m 
^varying pi'65pdrtio*is,' depending 6ti whether' it is ^rapt)ed or un- 
whipped and weithW conditions. ' ' .1 

■■.'■'•,' '•''. ' DEUTERtfisi .•••.''.'•• • 'I 

I ,, , . • . • • . • I f , . s ' . f 

The elements entering into more than one delivery of bre;^d.* 4^y 
are as follows: ^1) f^resh bread; (2) the groicer orders twice a 4fty 
to fill his wants; (3) cgmpetition in comiection with deliveries. pf 
other bakers. The majority of bakers have decli^red th^t they f J^vor 
one delivery a day, and therefore we are of th^ opinion that if regu- 
lations were issued requiring th^ baker to make only pne delive?:^ f. 
day considerable expense could be saved in connection with delivery. 
Another valuable point ip. connection with delivery is the faat that 
in a large number of cases a number of bakers deliver bread d9.ily to 
the same retailer. 

REfURN OP tmSOLb BREAD. 

■ 1 

There is a universal deiaand for the sjtrict and uniform enforce- 
ment of this regulation. Bakers claim that they not only lose money by 
taking back unsold bread, but the claim is also made that if the 
retailer knows that he must purchase the bread which is left at his 
store, and if its sale is net guaranteed by the manufacturer, he will 
buy only according to the demands of his customers, and only as much 
as is needed for his day's business. ; As a result the retailer buys idp 
bread with the same care and consideration with which he buys hi? 
other perishable commodities. His orders are definite and the manu- 
facturer knows from day to day how much bread will be sold. Thus 
guesswork and waste due to over and under production are elimi- 
nated. The majority of bakers have recently discontinued the 
wasteful practice of accepting unsold bread, and where all bakers 
have complied with the request there have been excellent results. 
A definite regulation covering this is advised, the result of whicli 
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would be that the number of separate deliveries to each retailer would 
be automatically reduced. 

The cost of making collections would also be reduced considerably 
if the deliveries were made only once a day. 

WRAPF^^Q. ip^, pREAD. 

The cost of wrapping a 1-pound loaf of bread by machinery, 
based on the present cost ef waied paper ^ 19 approximately 5 mills. 
There will be a slight increase or ^ecreage in this figvire, due to paper 
xjost, jQprrespondirig tq" the, increase or decrease in the size of t-he, loa:{. 
Tn our opinion, this cost is more than offset by the advantages of 
wrapped over unwrapped l^rea^., . The f^cfior pf sanitation alone is 
enough. Bread that is wrapped is conveyed from producer to con- 
sumer without being contaminated with the dust of the streets, in- 
-aattitarr' baskets,. street ibox^s^ aStid. oases, to; say nothing" of uaiclean 
hands;'.. ;. '. •. •'• ; J- ., . ' ; ^ ■' ••••.; '.' 

Wrapped: bread roaintaijig it^iflavor beittienr; than unwrapped bmadu 
jFurthariaaorey : the •wrapper preveatis bread f jom » taking up odors of 
siich things. as chee8e,;spJ0eB,ajad even coal oil^ which are .sold in thB 
average grocery store. Many munieipaiities have issued drdiflajioes 
compelling the wrapping. of bread by the manufacturers. 

An actual saving in shortening, can be made if bread is wrapped 
at the bakery. Thisis due to the i$icit that the original mQiigt*ure:ca4 
be retained, and the additional sjioirtening: i^ecessary tQ.offp^^t the 
drying out and hardTOing of the, unwrapped loaf c^n be saved,, j 

The argument that wrapped bread will mold and become unfit for 
consumption under warm and humid climatic conditions has been 
successfully met by. the use of. an improved ventilateji waxed paper, 
which costs little or nothing more than the regular: waxed papqr. 

The imwriipped loaf must be wrapped before it is finally delivered 
to the consumer, This is unnecessary if the loaf, is sealed, in waxed 
paper. It is evident that the manufacturer can wrap bread more 
efficiently and at a less co^t than the retailer. 

It has been suggested that wrapped and unwrapped bread be 
marketed with a differential in price. The. differential, if based on 
cost, would be apprpximately. 5 mills. . Such a differential would be 
offset by additional expenses, which would be much the same as those 
incurred in marketing an additional brand of bread. It would seem, 
therefore, that such an arrangement would be of no practical ad- 
vantage to the producer or the consumer. 

Kespectf ully submitted. 

Federal Trade Commission, 
J. Lee Nicholson, 

Consulting Cost Specialist, 



Part II. 

REPORT ON BAKERIES. 

Following is the report of the Bread and Baking Section of the 
Food Administration on the commercial bakeries of the United 
States: 

SUMMARY OF FINDINGS. 

PRICE AND CONSERVATION THE PROBLEMS. 

The subject of commercial bread baking presents two problems 
which the people of the United States expect the Food Administra- 
tion to solve — the one, price; the other, conservation. It is futile to 
discuss which is the more important; both are of vital importance. 
Price, because the price of the most important article of diet of the 
people is a question of public order. Conservation, because from 70 
to 80 per cent of the country's total consumption of wheat flour, the 
most important article of diet for our Allies, goes into bread, one- 
half of this amount being used by the commercial baking industry. 
In addition, large quantities of fats and sugars, also of supreme im- 
portance to us and our Allies, are used in bread making. 

CONSUMPTION LITTLE AFFECTED BT PRICE. 

At first, low price and conservation may seem to be objects opposed 
to one another. On analysis, however, it appears that bread con- 
sumption has not decreased with increased prices and it seems doubt- 
ful that it will particularly increase with decreased prices; provided, 
of course, that an increase in the prices of other food staples do not 
make it a relatively cheaper food than it now is. Moreover, con- 
servation of wheat flour and of sugars and fats in bread making go 
hand in hand with lowered cost, since the flours of other cereals will 
soon be cheaper than wheat flour, and sugar and fats are the most 
expensive ingredients used in bread making. I think we are safe 
in assuming, therefore, that a solution of both problems may be 
sought by the Food Administration at the same time. 

PRICE REDUCTION DIFFICULT. 

A substantial reduction in the price of bread offers great difiicul- 
ties. With the price of flour stabilized at from $10 to $11 per barrel, 
or from $3 to $4 less than the high point reached last spring, the 
14 
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bakers of the country will be paying for the ingredient which ac- 
counts for over half the cost of bread a price of $2 more per barrel, 
on the average, than that at which they purchased their year's supply 
in the fall of 1916, and from which they have been baking the bread 
that has been sold this year at 10 cents per pound. Were it possible 
to deliver flour to the baker at the price which prevailed when bread 
sold at 5 cents a pound, he would still be unable to sell it at that 
price, on account of the great advance in the cost of other ingredients, 
labor, fuel, and of all the other items that enter into the manufacture, 
selling, and delivery of bread. Whatever reductions are to be looked 
for must come from further reductions in flour prices, the use of 
mixed flour, reductions in cost of ingredients or the use of less ex- 
pensive ingredients, and from economies in the manufacturing, sell- 
ing, and delivery methods now in vogue. The sum of these reduc- 
tions can not by any possibility be large, and part of them can be 
secured only through the willingness of the public to accept a 
decrease in tho service that they have been accustomed to demand. 

A SUBVENTION THE ULTIMATE SOLUTION. 

After these readjustments have been made and reductions secured, 
if it still be found that the price of bread puts it beyond the reach of 
the majority of families of lowest income, then the only remedy 
left will be a Government subvention such as has been found neces- 
sary in England and in France. 

POSSIBLE ECONOMIES. 

Specifically, the possibilities of reduction of the cost of bread seem 
to be as follows : 

Flour. — A majority of the bakers are now paying more than $11 
per barrel for flour. This is due in part to actual shortage of sup- 
ply, to the fact that full readjustment has not yet been secured in 
the milling and flour-selling industries, to the " 30-day supply " rule, 
and to the extortions of unscrupulous brokers. Every effort should 
be made to stabilize prices at the lowest point possible, for until that 
is done the baker can not be expected to readjust his prices. If 
stabilization and lowering of price can be secured by demanding 
that millers produce a straight grade of flour, this step should be 
taken and its adoption for baking should be universal. 

Mixed flours. — The flours of certain cereals, and boiled potatoes, 
may be successfully mixed with wheat flour in bread making, in 
quantities of from 5 to possibly 25 per cent. None of the proposed 
wheat flour substitutes, except com flour, corn meal, oatmeal, pota- 
toes, rye flour, and' in some sections barley flour, are produced in 
suflScient quantities and are widely enough distributed to warrant a 
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general i^cdrnMenclMion" that tiiey h^ Ti^ed ns snbMtitut^s tbt -vvh^ftt 
flottT* In fact, it 'is t6 h^ f earned that the xM^ation of a national 
demand for anjf of the^ ^bstitutfes at^the present tim^ Would result 
hi a Bhoi^tttge and' an increase in the prieje of the prodliet reccini-' 
iwendcdi When the milling oi the 1&17 crops has assured an ample 
supply and loV prioeSj and manipulation of priced has-been pre- 
vented through licensing, it seems to me desirable that the 'lise of the 
proper percentage of the^e cereal flours with wheat flours should be 
recommended to the' baking industry, if not actually 'reqtiired of 
them, in the mant^ifacttire of their pi^oduc^. The lise of tfit^fefe <5ereiafe 
would not only substantially lower the cost of 'bread, but wmild'srf 
the same time work a tiremendous eonseifviation ih the- GOnstmipt^Offt' 
oif wheat flour. 

Other ingredients. -^Oxir own and commercial baking teits hdrVie 
demonstrated that a wholesome, nutritious, and very palatable bi^ad 
can be produced with very much reduced qu^n4Sties of both' fats tt?^ 
sugars. Witti a view not only to coi^i'Vihg ^he^e sl^jfl^sbttt t^ 
reducing the cost, of bread and securing uniformity of product, I 
strongly recommend that the Food Administration place a limita- 
tion upon the use of both fatsf -and sugars iBCOmmeixrialiDteadlA 
ing, and that the niaxiirlum amoulKl of tifLese ingreAiciKits M miA^. der 
low as is consistent with the prsoduction of a palatabfe bread. 

Manufaoiurinff - (?09i(9^-*4-Manuf actnring coBts can best hd reduced 
through standardization of product, Coiiiparisant df odsts of chain 
stores baking one or two kinds and two sizes of bread at most, with 
bakeries that produce from 10 to 50 sizes and kinds of bread prove 
this conclusively- 

Wrapping. — ^Wrapping in wax paper adds from a quarter to half 
a cen.t per pound to the cost of bread. Although it affords a cer- 
tain measure of protection and keeps the loaf fresh f.or a longer 
time, a great majority of consumers find themselves unable to pay 
this additional cosL For their benefit the base price of bread should 
be its unwrapped price, and a distinct and additional charge should 
be mad^ for wrapping. 

Selling and delimry. — Selling and delivery make up 17 per cent 
of the net cost of bread and over 12^ per cent of the price the public 
pays for it. This heavy tax upon the public is the result of competi- 
tion for business. Bread salesmen ar^ paid a commission on business 
secured, which has been automatically increased with the increase in 
the price of the commodity sold. Five or six bakers deliver to each 
distributor, with the result that the quantities delivered are small and 
the cost of delivery high, and that the same routes are covered by the 
wagons of several rival concerns. To satisfy the public demand for 
hot bread a baker increases the number of his deliveries. All bakers 
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follow suit in order to hold trade, and the public is compelled to pay 
an unnecessary delivery charge. Deliyery to distributors at the 
bakery door, one delivery a day, consolidation of delivery or zonal 
distribution that would do away with duplication of routes, would 
cut delivery costs 40 to 50 per cent. 

Wholesale profit. -^'So attempt has been made to determine the 
wholesale net profits that have been made by the bakers whose cost 
accounts were examined. Our investigation tends to show that the 
larger bakers turn over their investment two or three times yearly. 
With the price of flour stabilized and the hazard of doing business 
considerably reduced thereby, a profit of 5 per cent on the wholesale 
price of bread sold would seem to be ample during the war period. 

Retail gross profit, — ^Twenty per cent of the price the consumer 
pays for bread goes into the pocket of the retailer. When bread was 
sold at 5 cents a pound loaf the retailer's profit was 1 cent. Now 
that bread sells for 10 cents a pound loaf the retailer's profit is 2 
cents. If his weight volume has not been decreased his price volume 
and his gross profit have been automatically doubled by the increase 
in price of this commodity. 

The retailer claims that it is necessary for him to have an average 
profit of 20 per cent in order to do business. This is true, but the ' 
average profit of 20 per cent is made up of larger margins on fancy 
groceries and smaller margins on staples. 

Bread is the basic staple and should be sold on a smaller margin 
than any other article in the grocer's stock. It is a leader and 
business getter and has a turnover of 300 times a year, compared to 
the average turnover of the entire stock of three and a half times a 
year. 

At the 1-cent margin the retailer was accustomed to deliver bread 
and give credit; he does the same at the 2-cent margin. No differ- 
ence in price is made to the consumer who pays cash and carries his 
bread home. 

In my opinion the retailer should be content with a margin of 10 
per cent (with a minimum of 1 cent per loaf) on the bread he sells 
over the counter for cash, and should make such extra charges for 
delivery and credit as may be justified. 

STANDARDIZATION. 

The weight of bread should be standardized in units that may be 
economically produced and sold, and likewise that may be consumed 
without waste. The adoption of standard weights for bread will 
have the following effects: 

1. It will fix competition upon price and result in a reduction in the 
cost of bread. At the present time bakers compete upon four 
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variables— quality, quantity, service, and price. It is proposed to 
peg down two of these variables by regulating the formula and estab-r 
Jishing as the basic price of bread its price when sold undelivered 
and for cash. If the third variable, namely, quantity, is fixed, com- 
petition will rest solely on price and reductions will follow. 

2. It will give the public a square deal. During the past few years 
bread consumers have been successfully, although perhaps not delib- 
erately, deceived reganling their purchases. Decreasing weight has 
been concealed by increasing voluirie. Consumers buy wrapped 
bread weighing several ounces less than the unwrapped product, not 
realizing that they are paying for the wrappings in thfe reduced 
weight of their purchase. Few housewives know when the baker has 
reduced the weight of his loaf by an ounce or two, but any child 
knows the difference between 8 cents and 9 cents. 

3. It will reduce the manufacturing cost of bread. 

Bread paruf. — Bakers claim that standardization by weight will 
compel them to make a large investment in bread pans. A careful 
analysis of the situation convinces us that the bakers of the country 
are already equipped to bake between 60 and 80 per cent of their 
proditct in the standard weights proposed, and that the investment 
that will be required by them for new pans will be inconsiderable. 
In addition, the total demand for tin plate to manufacture these tins 
is so small as to place an insignificant burden on the tin-plate 
industry. 

FIVE-CENT LOAF. 

The demand for a 5-cent loaf is not a demand for the small loaf 
that can be baked to-day for 5 cents, but a demand for a loaf of the 
old size at the old 5-cent price. The largest loaf that can be baked 
by any baker, except chain stores, at a profit to-day for 5 cents is one 
weighing 9 ounces. To produce a given weight of bread in loaves of 
this size is highly uneconomical. More handling, more pans, more 
racks, more oven room, and more delivery space are involved in pro- 
ducing the smaller units. In addition, fermentation losses are higher 
in small loaves than in large loaves, and large loaves hold their mois- 
ture longer and have superior keeping qualities. 

The average daily per capita consumption of bread in this Country 
is over 8 ounces. Only families made up of two very small bread 
eaters consume less than a 16-ounce loaf of bread per day. The larger 
families and the smaller wage earners, in whose dietary bread plays 
a most important part, use from 1 to 4 pounds of bread daily. Their 
bread should not be burdened with the cost of baking small loaves 
for a verv limited number of consumers. 

Until it is again possible to sell 16 ounces of bread for 5 cents it 
will not be economical to bake a 5-cent loaf. 
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THE SMALL BAKER VERSUS THE LARGE BAKER. 

Although the small baker is compelled to pay higher prices for 
Ws materials than the large baker, the testimony we have been able 
to secure indicates that he is not at a great disadvantage, because he 
t^onducts his business without many of the expenses attendant on 
large organizations. He has small rents, no advertising expense, 
and no overhead. Most of his product is sold over his own counter, 
and his delivery charges are therefore small. Moreover, he receives 
not only .the manufacturer's profit but the retailer's profit as well. 

The investigation into baking costs conducted by the Federal 
Trade Commission shows that the baker producing under 5,000 
pounds of bread per day does it more cheaply than the wholesaler 
baking from 5,000 to 20,000 pounds of bread per day, while the latter 
in turn has lower baking costs than the large wholesaler baking 
over 20,000 pounds. Although it is impossible to show that the man 
baking less than 1,000 loaves per day produces his bread as economi- 
cally as the large man, because the former keeps no books, the best 
proof of the small man's ability to compete with the big producer 
is the fact that he has successfully met this competition in the past. 

ORGANIZATION OF THE BAKING TRADE. 

The total number of baking establishments in the United States 
is about 28,000. Of these, 25,000 are small bakers who use less than 
100 barrels of flour per month each and bake less than 30 per cent 
of the total output of bread. The balance, about 3,000, are the 
wholesalers — small, medium, and large — ^who consume over 100 bar- 
rels of flour per month each and bake over 70 per cent of the total 
bread output. 

The baking trade is not strongly organized. There are numbers 
of small State associations, and a national association which embraces 
500 members, most of whom are large bakers. 

The War Emergency Council of the Baking Industry consists of 
12 members, all of whom are large wholesale bakers. 

ENGLISH BREAD PRICES. 

A great deal of comment has appeared in the press of the country 
on the disparity of bread prices between the United States and 
England. These comments show a complete lack of understanding 
of the conditions under which bread is being produced in the two 
countries. English bread is a war bread baked of 81 per cent ex- 
traction flour, with which from 20 to 50 per cent of other cereals are 
mixed. It contains no sugar, no milk, and a small amount of fat. 
It is baked in loaves weighing 1 pound and multiples thereof, and 
is sold unwrapped, undelivered, and for cash. American bread, on 
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the contrary, is baked of a high-grade 72 per cent extraction flour, 
and < contains a large amount of sugar, fats, and in some instances 
milk. Many kinds, qualities, and sizes are produced. The price 
of American bread is the actual price of the bread plus the serviJC^ 
that goes with wrapping, delivering, and giving credit. 

In addition to the difference of competition, baking, and selling 
which prevail in the two countries, the cost of flour to the American 
baker is between $10 and $11 a barrel, while that to the English 
baker is between $7 and $8 a barrel. This difference in price is 
due to the fact that the English Government has granted a sub- 
vention of £40,000,000, which is used to absorb the difference between 
the actual cost of flour to the Government and a price to the baker 
that enables him to produce bread under the English regulations and 
conditions at 5 cents per pound. 

LICENSE. 

It has already been demonstrated that it is impossible to secure 
price reduction through voluntary agreement. Neither price reduc- 
tion nor conservation can be secured except through licensing the 
baking industry and subjecting it to such regulations as may seem 
proper to effect these two important objects. The license should, in 
my opinion, cover all baking establishments (including clubs, hotels, 
and restaurants) which bake bread for sale in any form. The regu- 
lations to be adopted should apply uniformly to all bakers under 
license. Those bakers who use less than 10 barrels of flour per month 
produce so small a percentage of bread that, they need hardly be 
licensed. 

REGULATIONS. 

The regulations adopted for the baking industry at the outset 
should be one to which it may adjust itself without undue losses or 
too great reorganization of business. Additional regulations may 
be promulgated from time to time as the necessity for price reduc- 
tion and conservation increases. As initial regulations I suggest the 
following: 

1. Forntula, — A maximum should be placed on the amounts of 
fats, sugar, and milk that may be used per barrel of flour, and this 
maximum should be as low as is consistent with the production of a 
palatable bread. No other limitations should be placed upon the 
formula, and the baker should be allowed to exercise his ingenuity 
to produce as good a bread as possible within the limits named. 

2. Weights. — All bread should be baked in loaves weighing, un- 
wrapped, 12 hours after baking, not less than 16 nor more than 17 
and not less than 24 nor more than 25^ ounces and multiples thereof. 
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